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USEEC, PARIS ALSO FOR USOECD 

E.O. 11652: N/A 
TAGS: EEC, EFIN 

SUB J : EC FINANCE COUNCIL, JUNE 20, 1977: RESULTS 
REFS: (A) BRUSSELS 5902; (B) EC BRUSSELS 311 

1 . SUMMARY: THE EC FINANCE COUNCIL FOCUSED ON A NEW 
COMMISSION PROPOSAL FOR A ONE BILLION UNIT OF ACCOUNT 
COMMUNITY LOAN FACILITY. THE MINISTERS ALSO DISCUSSED 
PROPOSALS FOR THE JUNE 27 TRIPARTITE CONFERENCE. END 
SUMMARY. 

2. COMMISSION PPOPOSAL FOR COMMUNITY BORROWING SCHEME: 
EC COMMISSION VICE PRESIDENT ORTOLI FORMALLY PRESENTED 
TO THE COUNCIL HIS PROPOSAL THAT UP TO ONE BILLION UNITS 
OF ACCOUNT (1.12 BILLION DOLLARS) BE RAISED IN LOANS ON 
THE CAPITAL MARKET IN AN ATTEMPT TO PROMOTE INVESTMENT- 
LED GROWTH AND RESTORE FULL EMPLOYMENT IN THE EC. THE 
PLAN, AS DESCRIBED BY ORTOLI DURING A JUNE 15 PRESS 
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CONFERENCE IN BRUSSELS, COMPRISES THE FOLLOWING ELEMENTS: 
(1) UNDER ARTICLE 235 OF THE ROME TREATY, THE COMMISSION 
WOULD BE AUTHORIZED TO RAISE CAPIT AL-UP TO ONE BILLION 
U.A. INITIALLY -ON THE OPEN MARKET, AT THE BEST RATES 
POSSIBLE, AND TO RELOAN THESE FUNDS WITHOUT INTEREST TO 
COMMUNITY INVESTORS; (2) THE COMMISSION WOULD OBTAIN 
RESOURCES AS IT RECEIVED APPROVAL FROM THE COUNCIL FOR 
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SPECIFIC PROJECTS; (3) LOANS WOULD BE INTENDED PRIMARILY 
FOR PROJECTS IN THE ENERGY AND INDUSTRIAL SECTORS AND FOR 
REGIONAL POLICY PROJECTS-NOT LIKELY TO BE FINANCED 
THROUGH OTHER EC INSTITUTIONS, SUCH AS EURATOM OR THE 
EIB; (4) INDIVIDUAL LOANS WOULD BE MANAGED BY THE 
EUROPEAN INVESTMENT BANK, ON THE BASIS OF COMMISSION 
DIRECTIVES, AND (5) THE LOANS WOULD BE GUARANTEED BY THE 
EC BUDGET. 

3. REACTION TO THE PROPOSAL IN THE COUNCIL WAS MIXED, 

WITH THE FRG, AS EXPECTED, LEADING THE OPPOSITION. OTTO 
SCHLECHT (STATE SECRETARY IN THE FRG ECONOMIC MINISTRY ) 

TOLD REPORTERS THAT HIS GOVERNMENT FELT EXISTING EC BODIES 
(EIB, EURATOM, ECSC) HAVE ADEQUATE CAPABILITY FOR RAISING 
LOANS IN CAPITAL MARKETS AND THAT THE FRG WAS VERY SKEPTI- 
CAL OF THE ORTOLI PROPOSAL. MANFRED LAHNSTEIN (STATE 
SECRETARY IN THE FRG FINANCE MINISTRY) LATER TOLD 
REPORTERS THAT HIS GOVERNMENT'S OPPOSITION WAS BASED ON 
ARTICLES 129 AND 130 OF THE ROME TREATY, UNDER WHICH THE 
EIB HAS OBLIGATIONS FOR EXACTLY WHAT THE ORTOLI-PROPOSED 
LOAN SYSTEM WOULD ENTAIL; THERE IS NO NEED, IN THE FRG 
VIEW, FOR TWNKBL INSTRUMENTS PERFORMING THE SAME 
FUNCTIONSV HE ADDED THAT THE GERMAN GOVERNMENT WOULD ALSO 
HAVE CONSTITUTIONAL PROBLEMS OVER THE TRANSFER OF POWER IN 
THE FINANCIAL FIELD TO A NON-FRG BODY. 
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4. ACCORDING TO PERMREP SOURCES, HE GERMANS AND THE 
DUTCH BOTH RAISED IN THE COUNCIL THE PROSPECT THAT THE 
COMMUNITY LOAN SCHEME, IF APPROVED, WOULD SATURATE THE 
MARKET, MAKING IT MORE DIFFICULT FOR NATIONAL GOVERNMENTS 
TO BORROW. ACCORDING TO A COUNCIL SOURCE, WHEN THIS 
COMPETITION ANGLE WAS BROUGHT UP, ORTOLI SAID THE 
COMMISSION HAD STUDIED THE POSSIBILITY WITH THE EIB, WITH 
EUROPEAN BANKS, AND WITH TWO AMERICAN BANKS AND HAD 
REACHED THE CONCLUSION THAT THERE WERE NO RISKS INVOLVED. 

THE GERMANS THEN INDICATED THEY WOULD STUDY THE QUESTION 
FURTHER ON THEIR OWN. 

5. A NUMBER OF MEMBER STATES COMPLAINED THAT THEY HAD NOT 
RECEIVED THE COMMISSION S PROPOSAL IN SUFFICIENT TIME TO 
ALLOW ADEQUATE STUDY; PERMREP SOURCES INDICATED THAT ONLY 
THE ITALIANS EXPRESSED FULL SUPPORT FOR THE LOAN SCHEME 
DURING THE COUNCIL MEETING. THE PROPOSAL WILL NOW GO TO 
THE EC HEADS OF GOVERNMENT DURING THE JUNE 29-30 EUROPEAN 
COUNCIL; BUT PERMREP SOURCES DO NOT EXPECT THAT ANY 
DECISIONS WILL COME OUT OF DISCUSSION AT THAT LEVEL. THEY 
EXPECT THAT THE PROPOSAL WILL BE REFERRED BACK TO EXPERTS 
FOR STUDY INSTEAD. 
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6. TRIPARTITE CONFERENCE: THE MINISTERS ENGAGED IN AN 
EXCHANGE OF VIEWS ON PREPARATIONS FOR THE JUNE 27 TRI- 
PARTITE CONFERENCE, FROM THE STANDPOINT OF INDIVIDUAL 
MEMBER STATE ECONOMIC POLICIES. THEY DISCUSSED, IN THIS 
CONTEXT, BOTH THE COMMISSION PAPER FOR THE CONFERENCE 
(REFTEL A) AND A PAPER FROM THE EUROPEAN TRADE UNION 
CONFEDERATION (WHICH U.K. CHANCELLOR OF THE EXCHEQUER 
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HEALEY-THE COUNCIL PRESIDENT-CHARACTERIZED TO REPORTERS 
AS "VERY HELPFUL”). ACCORDING TO PERMREP SOURCES, THE 
MINISTERS AGREED THAT THIS TRIPARTITE CONFERENCE SHOULD 
NOT SEEK TO ARRIVE AT PRECISE CONCLUSIONS OR ISSUE ANY 
BINDING COMMUNIQUE. HEALEY'S ROLE AS CHAIRMAN OF THE 
CONFERENCE WILL BE TO IDENTIFY PROBLEMS RATHER THAN TO 
PROPOSE SOLUTIONS, AND HE WILL BE RESPONSIBLE FOR 
PREPARING A GENERAL SUMMARY OF DISCUSSIONS, SYNTHESIZING 
THE MAJOR POINTS OF DEBATE, AT THE MEETING'S CONCLUSION. 

THE MINISTERS ALSO DISCUSSED AND REVISED HEALEY'S OPENING 
SPEECH FOR THE CONFERENCE. SCHLECHT TOLD REPORTERS THAT 
THE SMALL MEMBER STATES INSISTED THAT IT WOULD NOT BE 
USEFUL IN A COMMUNITY CONTEXT TO BEGIN THE SPEECH, AS 
HEALEY HAD PROPOSED, WITH A LONG PARAGRAPH ON THE DOWNING 
STREET SUMMIT. AT HIS POST-SESSION PRESS CONFERENCE, 

HEALEY NOTED THAT THE OECD MINISTERIAL IN PARIS THIS WEEK 
WOULD PROVIDE AN INTERNATIONAL BACKDROP FOR THE TRIPARTITE 
CONFERENCE, PARTICULARLY WITH RESPECT TO DISCUSSION 
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OF NATIONAL ECONOMIC GROWTH TARGETS. 

7. BUDGETARY UNIT OF ACCOUNT: HEALEY TOLD REPORTERS THAT 
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HE WENT ON RECORD AGAIN, AT THE MINISTER'S PRE-COUNCIL 
LUNCHEON, WITH THE U.K.'S POSITION CONCERNING ADOPTION OF 
THE BUDGETARY UNIT OF ACCOUNT, SAYING THAT HMG SUPPORTS 
THE COMMISSION S INTERPRETATION OF ARTICLE 131 OF THE ROME 
TREATY ("WHICH WOULD PROTECT US") BUT THAT THE U.K. COULD 
NOT AGREE TO ANY REFORM OF THE UNIT OF ACCOUNT WHICH 
INCREASED THE BURDEN OF ADAPTATION. HEALEY INDICATED TO 
REPORTERS THAT THERE WAS NO DISCUSSION ON THIS POINT. 

8. CIGARETTE TAX HARMONIZATION: THE COUNCIL DISCUSSED THE 
COMMISSION'S PROPOSAL FOR THE SECOND STAGE OF HARMONI- 
ZATION OF CIGARETTE EXCISE TAXES (REFTEL B) BUT MADE NO 
PROGRESS TOWARD A DECISION. THE FILE HAS BEEN RETURNED 
TO COREPER. 

9. HARMONIZATION OF BANK CREDIT ACTIVITIES; THE COUNCIL 
ALSO FAILED TO DECIDE ON A PROPOSED DIRECTIVE ON HARMONI- 
ZATION OF BANK CREDIT ACTIVITIES. THE FILE HAS BEEN 
RETURNED TO COREPER AND WILL PROBABLY BE TAKEN UP AGAIN 
BY THE COUNCIL IN SEPTEMBER.HINTON 
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